Private health insurance plans typically restrict coverage for mental health benefits more than other types of health care. In recent years, mental health advocates have pushed to enact policies at the state and federal levels to reduce this discrepancy. The most prominent example, the 1996 Federal Mental Health Parity Act (MHPA), was initially hailed as a major achievement. But political compromises made to ensure passage weakened its potential impact. As a result, many view the MHPA as "primarily symbolic rather than substantive." 1 Importantly, by establishing the principle of parity and raising its prominence as a policy issue, the MHPA served as an impetus for stronger policies at the state level. Since the MHPA went into effect in 1998, most states have enacted some form of mental health parity legislation. Many of these laws go substantially beyond the MHPA by establishing full or nearly full parity, at least for certain definitions of mental illness. But, even in states enacting strong regulations, the reach of these new rules is limited. Self-insured employer-sponsored health plans, which cover many employees, are exempt from state mandates under ERISA. Many state parity laws include explicit exemptions for small firms (typically defined as those with 50 or fewer employees). Clauses limiting the types of disorders covered further limit these laws.
These exemptions have been cited as possible explanations for the fact that several studies find no effect of state parity laws on access to mental health services and related outcomes. 
The MHPA and State Parity Legislation
The MHPA requires group health plans covering mental health care to offer annual and lifetime dollar limits that are comparable to those for medical/surgical benefits.
Because it is a Federal law, the MHPA applies to selfinsured employer-sponsored plans.
Despite these strengths, the MHPA has many holes. It explicitly exempts firms of 50 or fewer employees. Firms can claim an exemption if compliance causes health care costs to increase by more than 1 percent. And, the MHPA does not mandate that plans include mental health benefits or preclude design features that restrict coverage. For example, in response to the MHPA, many plans introduced limits on the number of outpatient visits and inpatient days to replace the dollar-denominated limits that were no longer allowed. 3 Since the MHPA went into effect in 1998, however, every state but Idaho and Wyoming has enacted mental health parity legislation, with some states passing multiple incremental bills over this period. Most state parity laws go beyond the MHPA in one or several dimensionsby expanding the scope of the benefit mandate. Some do this by enacting stricter definitions of parity, but only requiring that insurers offer one plan that complies with these stricter rules. Such "mandated offering" laws are fairly weak, as they do not require employers purchase the "parity" plans.
Some states take a slightly stronger approach by mandating parity for plans already offering mental health benefits, but not requiring such benefits be offered.
The strongest state laws mandate that mental health benefits be covered. We focus broadly on states with "strong parity laws" but also try to distinguish the impact of these laws separately by the type of benefits they require. The MEPS-IC measures whether an establishment offers health insurance, the number and type of plans offered, and plan characteristics, including whether a plan is selffunded. This information is essential for determining whether a plan qualifies for an ERISA exemption.
Data and Methods

Our primary source of data is the Medical
Information on firm size is used to identify employers that qualify for small group exemptions.
Information on state parity laws was obtained from several sources. 4 When these sources disagreed or were ambiguous, the information was checked against the actual state codes. Following prior research in this area, we first grouped states into broad "strength of coverage" categories. We define strong parity laws to be ones that mandate mental health benefits, prohibit limits on visits or days and limit the extent to which health plan enrollees can be charged higher cost-sharing for mental health services.
We next considered three specific parity provisions:
whether the law covers all mental illnesses (as opposed to a limited set of "serious" or "biologically-based" conditions) and whether it covers alcohol treatment or drug treatment. Serious or biologically-based mental illnesses usually include schizophrenia, bipolar disorder, panic disorder, obsessive-compulsive disorder, and major depressive disorder (the most common of the serious mental disorders).
The outcome of most interest is the percentage of insured private sector employees who are subject to strong parity laws as well as specific parity provisions. 
Discussion
Since 1997, nearly every state has enacted legislation aimed at improving the coverage of mental health benefits.
However, the impact of these laws is limited by exemptions.
By far the most important exemption is for self-insured firms, which are exempt from state regulatory provisions under ERISA. As a result, strong parity laws applied to only one-fifth of all U.S. workers with employer-sponsored health insurance coverage.
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This estimate suggests that full mental health parity can only be achieved at the federal level.
The weak 1996 MHPA resulted in large part from initial forecasts that full parity would significantly increase insurance premiums. 
